
CITY OF ALAMEDA
Memorandum

To: Honorable Mayor and
Members of the City Council

Date: December 20 , 201

From: John A. Russo
City Manager

Re: Conduct the Affordable Housing Ordinance Annual Review Consistent
with Section 27- of the Alameda Municipal Code and California
Government Code Section 66001 and Accept the Annual Report

BACKGROUND

On December 19, 1989 , the City Council adopted the Affordable Housing Ordinance
which was created to mitigate the housing impacts caused by new or expanded non-
residential construction. The fees apply to office/research and development , retail
warehouse/industrial , manufacturing, and hotel/motel construction. The Ordinance
established the City s Affordable Housing Unit/Fee (AHUF) requirements as Section 27-
1 of the Alameda Municipal Code (AMC) and stated that these requirements can be
satisfied either by the provision of housing units affordable to low- and moderate- income
households or by the payment of an in- lieu fee.

The AMC mandates that the City Council review the AHUF requirements. on an annual
basis to determine whether they are reasonably related to the impacts of development
and whether the affordable housing units , programs , and activities are still needed. In
addition to the requirements of the AMC , the AHUF is also required to meet the
provisions of Section 66001 of the State of California Government Code. The
Government Code requires an Annual Report be prepared containing specific
information regarding the amount of fees collected , the beginning and ending fund
balance , and how the fees were expended during the fiscal year (Annual Report).

This staff report and the attached Annual Report (Exhibit 1) are intended to satisfy the
annual review requirements pursuant to Section 27- 1 of the AMC and Section 66001 of
the Government Code for the fiscal year ending June 30 , 2011.

DISCUSSION

The Affordable Housing Ordinance requires that, at the time of building permit
application , a developer of a non-residential project (new construction or expansion)
must satisfy the affordable housing requirement either by providing affordable units or
by paying an in- lieu fee. Since adoption of the Ordinance , two developers have provided
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one unit each. The City monitors both units to ensure that long-term affordability is
maintained. All other developers have paid a fee in- lieu of providing housing units. The
Ordinance provides developers with a process to apply for an adjustment or waiver of
the affordable housing requirement if there is no reasonable relationship between a
particular project and the need for affordable housing. The application for an
adjustment or waiver is reviewed by the Housing Director and can be appealed to the
City Council for a final decision.

The original study utilized to establish affordable housing requirements found that
construction or expansion of non-residential development was a major factor 
attracting new employees to the city, which in turn created a need and demand for
additional housing in the city, and specifically for additional affordable housing. This
study was reviewed in November 2006, with the conclusion that the demand for
affordable housing and associated subsidies is comparable to or greater than the
demand calculated at the time of the original study in 1989 , and the City s fees are well

within the limits of the maximum fees that could be supported on a nexus basis.

In addition , the City s affordable housing units , programs , and activities are still needed.
The City is working on satisfying the goals of the Housing Element for affordable
housing, and the average market price of housing is beyond the reach of households at
very low-, low-, and moderate-income levels. High land costs and scarcity of land
available for development hinder the provision of affordable housing units solely through
private action. Affordable housing rents and purchase prices remain below the level
necessary to stimulate new construction , and federal and state housing finance and
subsidy programs remain insufficient by themselves to satisfy affordable housing needs.

The Ordinance establishes a method for increasing the fee annually. The fee increase
is based on the increase in local cost of construction , as reported by the Engineering
News Report Construction Price Index for San Francisco. In the last several years , the
City and country have seen an economic decline. This decline has resulted in fewer
construction projects in the Bay Area , with construction costs no longer escalating by
double digits as has been seen in prior years. The declining economy has led to a
slowing in growth , with fewer companies making decisions to relocate. The goal of
keeping the City s cost of doing business attractive to new business is as critical an
issue as providing affordable housing, and balance is required. Based on the economic
climate , the fees were not increased for FY10-11. In addition , the master fee schedule
adopted in July 2011 , for FY 11- , held the AHUF constant for a fourth year.

FINANCIAL IMPACT

There is no financial impact from conducting an annual review of the Affordable Housing
Ordinance. Consistent with the Ordinance and Government Code , funds collected from
the City s AHUF are sequestered in a special fund (Fund 266) that can only be used for
eligible housing purposes specified in the Ordinance.
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MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE

This Annual Review and the attached Annual Report are consistent with the
requirements of Section 27- 1 (Affordable Housing Unit/Fee Requirements) of the AMC
and State of California Government Code Section 66001.

RECOMMENDATION

Conduct the Affordable Housing Ordinance Annual Review consistent with Section 27-
of the Alameda Municipal Code and California Government Code Section 66001 and
accept the attached Annual Report.

Michael T. Pucci
Housing Authority Executive Director

By:

bie Potter
Housing Development and Programs Manager

MTP/OP:sb

Exhibit:

1. Affordable Housing Unit/Fee Annual Report



AFFORDABLE HOUSING UNIT/FEE
ANNUAL REPORT
December 20, 2011

The City of Alameda has an Affordable Housing Ordinance which was created to
mitigate the housing impacts caused by new or expanded non-residential
construction. The fees apply to office/research and development, retail
warehouse/industrial manufacturing, and hotel/motel construction. The
ordinance established the City Affordable Housing Unit/Fee (AHUF)
requirements as Section 27- 1 of the Alameda Municipal Code and stated that
these requirements can be satisfied either by the provision of housing units
affordable to low- and moderate- income households or by the payment of an in-
lieu fee.

Pursuant to State law , these types of "impact fees" require the preparation of an
annual report containing specific information addressing the amount of fees
collected, the beginning and ending fund balance , and how the fees were
expended during the fiscal year. This annual report covers the 2010-11 fiscal
year.

Description and Amount of the Fee

The AHUF is assessed on new and expanded non-residential construction. The
fee is assessed based on the type of non-residential construction. Construction
activity is categorized in one of five development types contained in the table
below. The fee is set , by development type , on an annual basis as part of the
City s Master Fee Resolution. The Affordable Housing Ordinance establishes a
method for increasing the fee. The fee increase is based on the increase in local
cost of construction , as reported by the Engineering News Report Construction
Price Index for San Francisco. Given the very small increase in the cost of
construction (less than 2%), the AHUF amount for FY10-11 was not increased
from the FY 2009- 10 amount. The master fee schedule adopted in July 2011 , for
the 2011-12 fiscal year, continues to hold the AHUF amount at FY10-11 levels.
The AHUF amount has remained unchanged since the 2007-08 fiscal year.
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Type of Development FY10-11 Fee
(per sq ft)

Office/R&D $4.

Retail $2.

Warehouse/Industrial $0.

Manufacturing $0.

Hotel/Motel 081/room

Beqinninq and Endinq Account Balance/Total Amount of Fees Collected and
Interest Earned

Attachment A to this Report shows the beginning and ending fund balances. The
beginning fund balance was $327 897 and the ending fund balance was
$181 149. New revenues included affordable housing fees in the amount of
$15 680, $3 600 in principal and interest payments on loans and $3, 106 in
interest on the fund balance. No new fees were collected in FY09- 10.

Public Improvements Funded

Attachment A provides a list of public improvements funded. Funding for public
improvements include: first time homebuyer loans ($150 000) and maintenance
of the City s housing website ($450).

Three first time homebuyer loans were made through the City s Down Payment
Assistance (DPA) Program. The DPA program provides loans up to a maximum
of $80,000 for low- and moderate-income first time homebuyers. $150 000 is
100% of the cost of the three loans. The $450 paid to maintain the City s housing
website is 100% of the cost of administering the website.

Financinq on Incomplete Public Improvements

All public improvements that received funding from the AHUF were completed
during the 2010-11 fiscal year. Therefore , there are no incomplete public
improvements to report for FY10- 11.



Interfund Transfers or Loans

The loan payments , including interest , noted in Attachment A , were for payments
on a Down Payment Assistance loan (5% interest) and an in-fil construction
project loan (1.5% interest).

Amount of Refunds Made

No refunds were made from the AHUF pursuant to Section 66001 of the State of
California Government Code.



CITY OF ALAMEDA
FUND 266 AFFORDABLE HOUSING UNIT/FEE FUND

BEGINNING AND ENDING FUND BALANCES
FUND ACTIVITY FOR FISCAL YEAR 2010-

Beginning Fund Balance

Revenues
Affordable Housing Fees
Interest Allocation
Interest Payments from loans
Principal Payments from loans
Total Revenues

Expenditures
Operating Expenses

Administration

Projects
Down Payment Assistance Loans
Housing Website

Total Expenditures

Ending Fund Balance

ATTACHMENT A

327 897

15,680
106
925
675
385

18,683

150,000
450

169, 1 33

181 149


